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SUBJECT: BCE Taxpayers’ Bill of Rights

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT'S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY.

DEPARTMENT POSITION CHANGED TO

REMAINDER OF PREVIOUS ANALYSIS OF BILL ASINTRODUCED/AMENDED STILL APPLIES.
X OTHER - See comments below.

SUMWARY OF BILL

Under the Governnment Code, this bill would provide that paynments, applications,
tax returns or clainms for credit or refund sent through a “bona fide comerci al
delivery service” would be deened as tinely made or filed if sent before the
speci fied due date.

This bill also would expand taxpayers’ rights with respect to state taxes

adm ni stered by the Board of Equalization (BOE). These provisions are not

di scussed in this analysis, as they do not inpact the prograns adm nistered by
the Franchi se Tax Board (FTB).

SUWVARY OF AMENDMENT

The June 24, 1998, anmendments del eted the provisions of the bill as introduced
and replaced themw th provisions relating to delivery services and taxpayers’
rights for prograns adm ni stered by the BCE.

EFFECTI VE DATE

This bill would beconme effective on January 1, 1999.

LEG SLATI VE HI STORY

In 1988, Congress enacted a Taxpayers’ Bill of Rights (TBR) for |aws adm ni stered
by the Internal Revenue Service (IRS). Using the proposed federal TBR as a
springboard, California enacted a Taxpayers’ Bill of Rights for |laws adm nistered
by FTB and BOE, generally effective January 1, 1989. Subsequently, the

Enpl oynment Devel opnment Departnment TBR was enact ed.
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On July 30, 1996, Congress enacted TBR 2 to provide for increased protections of
taxpayer rights in conplying with the Internal Revenue Code (I RC) and in dealing
with the IRSin its admnistration of the tax laws. AB713 (Stats. 1997

Ch. 600) confornmed the |laws adm nistered by the FTB to the federal provisions as
appropri ate.

SPECI FI C FI NDI NGS

Under federal law a return, claim statenent, docunent or paynent that nust be
filed or made by a certain date generally is considered tinely filed or nade if
it has a tinmely postmark. For the tinmely mailing rule to apply, the item nust be
(1) deposited in the mail in the United States (U.S.) in a properly addressed
envel ope or wapper with sufficient postage; (2) postmarked on or before the
prescribed filing or paynent date; and (3) actually delivered by U S. mail to the
proper place.

Under federal TBR 2 (Section 1210), the IRSis required to treat itens delivered
by a designated delivery service as though they were nailed with the U S. posta
service. For purposes of administering the tax laws, itens recorded or marked
with a date by a designated delivery service are treated as being post marked by
the postal service.

Gover nnment Code Sections 11002 and 11003 provi de that payments, applications, tax
returns or clains for credit or refund required to be made or filed with the
state or state agency on or before a specified date are considered tinmely nmade or
filed if they were sent through the U S. mail and were properly addressed with
post age prepaid. The deened received date is the date shown by the post office
cancel l ati on mark stanped on the envel ope or the date the itemwas mailed if
satisfactorily proved that the mailing occurred on an earlier date.

Revenue and Taxati on Code Section 21027 provides that itens given to designated
delivery services on or after January 1, 1998, shall be treated as if they were
mailed with the U S. postal service. The private delivery services are those so
designated by the IRS for federal purposes. Thus, the FTB processes mai
received fromI|RS-designated delivery services as though it were mailed with the
postal service. The date an itemis recorded with the designated delivery
service is treated as the postmark

This bill would amend Gover nnent Code Sections 11002 and 11003 to provide that
itens sent through a “bona fide comercial delivery service,” as determ ned by
the state or the state agency addressee, would be deened as tinely nade or filed
if sent before the specified due date. For this rule to apply, the itens nmust be
properly addressed with postage prepaid. The deened received date woul d be the
date shown by the cancellation mark stanped on the envel ope or the date the item
was mailed if satisfactorily proved that the mailing occurred on an earlier date.
Rul es are provided for determ ning the deened received tine and date an item was
mailed if required to be made or filed by a specified tinme on a specified date.
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| npl ement ati on Consi derati ons

It is unclear what would happen if the state (or agency) determ nes a
delivery service is “bona fide” when the sane delivery service is not an
| RS- desi gnated private delivery service, or vice versa

Techni cal Consi derati ons

This bill generally expands taxpayers’ rights relating to taxes adm nistered
by the BCE. However, the provisions relating to private delivery services
were placed in the Governnent Code and thus would apply to all state
agencies and not just the BOE. If the bill is intended to inpact only the
BCE, the amendnments should be nmade in the Revenue and Taxation Code (simlar
to Section 21027) instead of the Government Code.

FI SCAL | MPACT

Departmental Costs

This bill would not significantly inpact the departnment’s costs.

Tax Revenue Esti mate

This bill would not inpact Personal |ncone Tax or Bank and Corporation Tax
Revenues.

BOARD POSI TI ON

Pendi ng.



